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Daily Market Highlights

27 July: Mixed markets amid easing oil prices and tariff angst

Brent eased below $100/barrel and offered some reprieves on inflation risks
Positive July PMIs may be short-lived amid renewed geopolitical uncertainties
MAS tightened “very slightly” in anticipation of inflation pressures
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European equivalent saw relief rallies. 2-year and 10-year UST
yields fell 2bps d/d each to 4.33% and 4.68% respectively, after
remaining under pressure for the preceding four days. Over in
Europe, 10Y sovereign bond yields rose by a bigger scale of 2-
7bps as at last Friday’s close.

« Inthe FX space, the Dollar Index settled last Friday marginally
higher by 0.03% d/d at 101.47, hovering at the 101-handle for
the 4% consecutive day. The G10s and major Asian FX all traded
mixed against the greenback. The majors namely EUR, GBP, JPY,
and AUD all saw modest moves between 0-1% d/d - gains in the
sterling but losses in three others. CNH and SGD appreciated
0.1% d/d each to 6.7718 and 1.2906 against the USD
respectively, while MYR slipped marginally by 0.04% d/d to
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4.0907 vs the greenback, but was still stronger by 0.2% w/w, the
second best performing Asia FX after KRW (+1.9% w/w).

MAS tightened “very slightly” in anticipation of inflation
pressure

The Monetary Authority of Singapore (MAS), increased “very
slightly” the pace of appreciation of its S$NEER policy band
(previous decision: increased slightly), but left the width and
center unchanged. The move was to address elevated inflation
pressure amid renewed tension in the Middle East. “External
price pressures are expected to persist and pass through more
broadly to domestic consumer prices in the period ahead”,
according to the latest MAS statement.

Sustained strength for the manufacturing sector and upward
surprise from the 1H GDP print (6.0% y/y) pose upside risks to
ours as well as MTI's GDP projections of 3.5% and 2-4% for 2026
barring further shocks from the geopolitical tension and energy
prices. This should keep MAS on a tightening bias, but we opine
that the softer than expected pick-up in headline and core
inflation in June and bigger than expected pullback in retail
sales for the month of May will likely see MAS staying on hold at
its next quarterly monetary policy decision in October. In
tandem with this, we opine that SGD is likely to weaken slightly
to end the year at 1.30, from the current level of 1.29.

July PMI composites surprised on the upside spurred by
business confidence and employment but may be short-lived

Composite PMIs for all major economies namely the US, EU, UK,
Japan and Australia, picked up more than expected driven by
business confidence and employment. All composite PMIs are
now in expansionary mode, following the rebound in the UK
(52.1 vs 49.3), snapping two straight months of contraction. This
was driven by a bigger than expected rebound in the services
PMI (51.8 vs 48.8), and reinforced by an unexpected
improvement in PMI manufacturing (52.8 vs 52.5) from the UK.
As for other major economies, the US composite PMI picked up
more than expected to 53.6 in July (Jun: 51.9), entirely shored up
by the better than expected services sector which hit a 8-month
high (53.6 vs 51.2. This more than offset the unexpected and
marginal pullback in manufacturing (53.8 vs 53.9). Meanwhile,
the improvement in the composite PMI of the Eurozone (51.9 vs
50.0) was driven by upside surprises in both manufacturing
(52.0 vs 51.4) and services (51.6 vs 49.4). In Australia, the uptick
in composite PMI (52.6 vs 50.4) was also broad-based from both
manufacturing (51.7 vs 51.5) and services (53.0 vs 50.5). On the
contrary, Japan’s PMI turned in on the softer side, amid slower
expansion in manufacturing (54.7 vs 54.8) and services (51.9 vs
52.2).
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US Kansas City Fed services index points to an upbeat ISM

print; new home sales rebounded but overall housing market

remained soft

e In addition to the upbeat PMI index, other US data came in
mixed. New home sales rebounded albeit less than expected
by 1.6% m/m to 628k in Jun (May: -4.3% m/m upwardly revised
from -7.3% m/m), driven by builder discounts which offset the
higher mortgage rates. This implies continued softness in the
housing market as demand remains soft and builders’
discount will also suppress house prices. By region, this first
increase in three months came from all regions except the
West, and was led by the South region (412k vs 375k). Kansas
City Fed services activity index also staged a surprised jump
from 5 to 14, its highest in 4 months, largely driven by jumps in
revenue/ sales (19 vs 3) and wages & benefit (29 vs 17). This,
coupled with the most recent upbeat Philly Fed reading, points
to a solid ISM indices due early August.

Better than expected UK retail sales and GfK consumer

confidence; BOE rate pause path intact

e Retail sales softened only marginally from 1.2% m/m to 1.0%
m/m in Jun, against expectations for a 0.3% m/m contraction,
as the dry summer weather and World Cup spurred sales at
stores while online sales also rose 1.0% m/m (May: . The
resilient growth was driven by a rebound in sales at food stores
(+0.3% vs -0.3% m/m), and a pick-up in textile, clothing &
footwear (+1.9% vs +0.8% y/y), but were offset by slower
growth in non-food stores (+0.7% vs +0.9% m/m), and renewed
declines in non-specialised stores (-1.7% vs +2,3% m/m) and
households goods stores (-0.6% vs +3.1% m/m). While the
better than expected sales growth could be shortlived skewed
by one-off factors, the less pessimism among consumers in
July (-17 vs -23) is expected to continue underpin retail sales
and consumer spending in the near term, albeit at a softer
pace. This should keep the BOE on a continued rate pause path
in the foreseeable future.

Japan CPI ticked up to 1.7% y/y as expected in June; keeping

BOJ rate hike intact

e Headline and core CPI ex-fresh food ticked higher for the 2™
straight month to 1.7% and 1.6% y/y in June as expected (May:
1.5% for headline and 1.4% y/y for core). Smaller decline in
energy prices (-0.1% vs -2.5% y/y) tracking the softer global oil
prices and low base effect last year, rebound in utilities (0% vs
-1.1% y/y), higher imported inflation amid a weaker JPY, all
helped push inflation higher. This should keep the BO]
maintain a rate hike trajectory, hence no change to our house
view for another 25bps hike from BOJ for the remaining of the
year.
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House View and Forecasts

FX This Week 3Q-26 4Q-26 1Q-27 2Q-27
DXY 100-103 102.28 100.86 99.42 98.07
EUR/USD  1.12-1.15 1.13 1.14 1.16 1.18
GBP/USD ~ 1.31-1.35 1.29 1.30 1.32 1.33
USD/CHF 0.80-0.82 0.81 0.81 0.80 0.79
usD/JpY 160-165 162 159 155 153
AUD/USD 0.68-0.71 0.68 0.70 0.71 0.72
NzD/USD 0.57-0.60 0.56 0.56 0.57 0.57
USD/CNY 6.76-6.80 6.85 6.78 6.72 6.65
USD/MYR 4.06-4.13 4.15 4.11 4.07 4.03
USD/SGD 1.28-1.31 1.31 1.30 1.28 1.27
USD/THB  33.00-33.80 32.50 32.30 32.0 32.0
FX Last close 3Q-26 4Q-26 1Q-27 2Q-27
EUR/MYR 4.66 4.68 4.71 4.73 4.75
GBP/MYR 5.45 5.37 5.36 5.36 5.36
AUD/MYR 2.86 2.83 2.86 2.87 2.89
CNY/MYR 0.60 0.61 0.61 0.61 0.61
SGD/MYR 3.17 3.18 3.17 3.17 3.17
Rates, % Current 3Q26 4Q26 1Q27 2Q27
Fed 3.50-3.75 3.50-3.75 3.50-3.75 3.50-3.75 3.50-3.75
ECB 2.25 2.50 2.50 2.50 2.50
BOE 3.75 3.75 3.75 3.75 3.75
SNB 0.00 0.00 0.00 0.00 0.00
BOJ 1.00 1.00 1.25 1.25 1.25
RBA 4.35 4.35 4.35 4.35 4.35 Hong Leong Bank Berhad
RBNZ 2.50 2.50 2.50 2.50 2.50 ) )
BNM 275 275 275 275 275 Fixed Income & Economic Research,
Global Markets
Source: HLBB Global Markets Research Level 8, Hong Leong Tower
6, Jalan Damanlela
Up Next Bukit Damansara
Date Events 50490 Kuala Lumpur
274Jul  JN PPI Services YoY (Jun) 3.30% FTa eX' 28?;8:1 ;éié
CH Industrial Profits YTD YoY (Jun) 18.80% ’
SI Industrial Production YoY (Jun) 13.00% HLMarkets@hlbb.hongleong.com.my
JN Leading Index CI (May F) 116.8
JN Coincident Index (May F) 118.5
HK Exports YoY (Jun) 40.80%
US Durable Goods Orders (Jun P) -4.50%
US Dallas Fed Manf. Activity (Jul) 0.0
28 Jul US Advance Goods Trade Balance (Jun) -$105.8b
US Wholesale Inventories MoM (Jun P) 0.10%
US FHFA House Price Index MoM (May) -0.10%
US S&P Cotality CS 20-City YoY NSA (May) 1.14%
US Richmond Fed Manufact. Index (Jul) 4
US Conf. Board Consumer Confidence (Jul) 91.2
US Dallas Fed Services Activity (Jul) 2.9

Source: Bloomberg
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or
particular needs of any particular recipient. The information contained herein does not constitute the provision of investment advice
and is not intended as an offer or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in
this report and will not form the basis or a part of any contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad
(“HLBB") to be reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the
accuracy, completeness or suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report
and do not necessarily represent the opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”).
The opinions reflected herein may change without notice and the opinions do not necessarily correspond to the opinions of HLBB.
HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a reader or recipient thereof in the
event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently
becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient
(whether by reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information,
expressed or implied, arising out of, contained in or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial
services group. These entities engage in a wide range of commercial and investment banking, brokerage, funds management,
hedging transactions and other activities for their own account or the account of others. In the ordinary course of their business,
HLB Group may effect transactions for their own account or for the account of their customers and hold long or short positions in
the financial instruments. HLB Group, in connection with its business activities, may possess or acquire material information about
the financial instruments. Such activities and information may involve or have an effect on the financial instruments. HLB Group
have no obligation to disclose such information about the financial instruments or their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that
statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document
in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Any
projections or forecasts mentioned in this report may not be achieved due to multiple risk factors including without limitation
market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance can be
given that any opinion described herein would yield favourable investment results. Recipients who are not market professional or
institutional investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment
decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that
HLBB endorses, recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed
entirely at your own risk. HLBB does not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation. This report is for the use of the addressees only and may not be redistributed, reproduced or passed on to any other
person or published, in part or in whole, for any purpose, without the prior, written consent of HLBB. The manner of distributing
this report may be restricted by law or regulation in certain countries. Persons into whose possession this report may come are
required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof agrees to be
bound by the foregoing limitations.




